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Podravka 
����� Positive despite disagreement between shareholders 

The most recent and unexpected disagreement between shareholders, the state and 
pension funds, over the management selection did not provide a straightforward 
solution as we previously expected. However, the selection of the old/new 
management might be positive on two accounts: they could be more determined in 
order to prove their competence and no time will be lost due to adaptation 
requirements as would be the case if an entirely new management was appointed. 
As for the possibility that pension funds will step out from the ownership, we evaluate 
this option on two accounts: the transactions would most probably not be exercised 
through the stock exchange and there is no clear sign, so far, that pension funds act 
together.  
 
��������� The economic environment still points to a downturn. Within the F&B group, 
we expect positive momentum on the Croatian market in 2H 10e. Overall, in line 
with 1Q 10 evidence, we expect export growth to off set a drop or low rates on the 
domestic markets in all F&B categories. The prescription drugs will be subject to a 
price reduction this year again. We estimate it could amount to HRK 24.7 mn in FY 
10e. Finally, Belupo’s sales are expected to grow on the CIS market on the back of 
currency appreciation mainly, and in the CEE region to drop in general, but we 
expect an increase of production in Farmavita in B&H. In cost-cutting, we expect 
further improvements in general and administrative expenses, much lower severance 
payments and also, decrease in interest expense. However, apart from shift in F&B 
towards cheaper brands, gross margin will be additionally pressured by 
unfavourable agricultural conditions caused by weather in Croatia and Europe what 
is our main concern. 
 
����������  Based on the DCF valuation we estimate a 12-month fair value of HRK 
326 per share (HRK 368 in our previous Company Update). Since peer valuation 
yields a wide range of results, we assign 100% weight to the DCF valuation. After 
the recent equity market plunge, our new target price offers a 15.6% upside 
potential, hence, we maintain a “hold” recommendation. 
 

 

Price 22.06.10 282 

Price target 326 

Volatility risk high 

Year high/low 379/220 

Currency HRK 

HRK/EUR 7.20 

ADR rate n.a. 

Market capitalisation        
in EUR mn 205.5 

Free float 29.8% 

Free float in EUR mn 61.2 

Avg. daily turnover       
(12 m) in EUR mn 0.0 

Index CROBEX 
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Key ratios 
HRK 12/2008 12/2009 12/2010e 12/2011e 12/2012e 
EPS reported 8.9 -3.6 16.8 22.7 24.4 

PE reported 29.4 -81.7 16.8 12.4 11.5 

Adjusted EPS diluted 8.7 -55.0 16.8 22.7 24.4 

Adjusted PE diluted 29.9 -5.4 16.8 12.4 11.5 

Operating cash flow per share 20.2 106.8 40.2 46.2 45.0 

Price cash flow 12.9 2.8 7.0 6.1 6.3 

Book value per share 358.5 304.8 313.3 334.4 353.8 

Price book value 0.7 1.0 0.9 0.8 0.8 

Dividend per share 0.0 0.0 0.0 5.0 5.5 

Dividend yield 0.0% 0.0% 0.0% 1.8% 2.0% 

EV/adjusted EBITDA 8.3 -146.1 8.0 7.4 7.0 

Source: Podravka, Raiffeisen Centrobank estimates 
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Share price triggers  
Trigger Momentum Explanation 

��������������� � positive 
�  Company showed successful management of debt expenses 

�  We assume that new debt will be used in CAPEX (will be held at a minimum) or debt repayment, not to 
face liquidity shortage as before 

��� 
�
���
� positive 

�  The prescription drugs will experience further pressure 

�  Hence, growth is expected to stem from OTC drugs, where margins are stronger 

�  Company plans to launch 4-5 new OTC drugs this year 

!��"���"����� ��#����
� negative 
�  Rising crude oil prices have a strong negative impact on the cost base and food prices 

�  The gas prices are expected to grow by 15% in 2010 

$����%���
�������
����
� positive 
�  Constant rumours about stated interest in a possible takeover give a significant boost to the share price 

�  In case pension funds decide to sell individual stakes, the transactions will, most probably, be exercised 
off the market with a premium included 

Source: Raiffeisen Centrobank 

 

Looking back: 1Q 10 
Total sales dropped by 2% yoy, with the F&B segment down by 1% and pharma by 
5% yoy. However, export sales actually posted a nice increase: F&B rose by 4% and 
pharma by 5% yoy. Gross margin in the pharma segment recovered from 50% to 
53.2% being a positive sign as this figure was deteriorating during the past few 
periods. Overall, the largest savings were achieved in SG&A as expected, coming 
out after staff expenses and cost-cutting. Net interest expense is better yoy and in 
line with our estimates. In addition, a HRK 24.3 mn loss is related to mark-to-market 
valuation of bonds which was the main reason for divergence from our estimates of 
the financial result. 
 

 
!&'�  Growth of export sales by 4% helped to offset negative movements on the 
domestic market. Finally the sales decrease was only 1% yoy. Large part of it refers 
to a rebound of Vegeta sales (+23% yoy) which was boosted by PLN recovery. On 
the profitability side, gross margin drop (-80bp) was due to an energy costs increase 
of 22% and discounted sales, as expected. However, a shift towards cheaper 
products also contributed to the drop. Marketing expenses expectedly rebounded. 
Despite the 30% cost-cutting in SG&A, EBITDA margin dropped by 400bp yoy. 
Finally, net margin recovered due to lower financing costs. 

Sales higher than expected due to 
exports and PLN recovery  

F&B switched towards cheaper and 
pharma towards more profitable 
brands 

Consolidated sales (in HRK mn) 
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Podravka 

 
()�����  The Pharma segment domestically deteriorated more than expected. As the 
main reasons for this decrease reduced orders by big customers who calculate with 
price decreases later this year in line with the health agency announcement were 
cited. In addition, OTC drugs whose consumption is optional also dropped, by 26% 
yoy (part of it is attributable to the absence of seasonal flu). Gross margin movement 
in this segment was the opposite than in the F&B segment as Belupo realized growth 
in more expensive brands. Also, general and administration costs increased by 8% 
yoy. Finally, the bottom line was lifted due to better financing conditions.  
 

Sales structure 
Product group 1Q 09 1Q 10 % yoy % share  4Q 09 % qoq 
Food Supplements 158.2 164.9 4.2% 21.1% 182.5 -9.6%  

Podravka dishes 175.1 162.7 -7.1% 20.8% 165.1 -1.5%  

Meat and Fish 98.4 98.4 0.0% 12.6% 119 -17.3% 

Children food 80 82.8 3.5% 10.6% 87.9 -5.8% 

Beverages 40.5 35.9 -11.4% 4.6% 35.6 0.8% 

Merchandise 82.9 81.3 -1.9% 10.4% 103.3 -21.3% 

Drugs 164.3 155.8 -5.2% 19.9% 230.2 -32.3% 

TOTAL 799.4 781.8 -2.2% 100.0% 923.6 -15.4% 

Source: Podravka, Raiffeisen Centrobank 

 
Currently, Belupo holds a market share of around 9.4% in Croatia and these 
revenues account for 65% of Belupo’s total consolidated sales. As for the sales 
structure, despite strong pricing pressure, prescription drugs still make up for almost 
87% of Belupo’s sales. Within this group, the largest portion traditionally comes 
from the cardiovascular group (over 40%), particularly lizinopril drugs Iruzid and 
Irumed, followed by nervous system drugs (22%). 
 
�������
�  Reported one-offs of HRK 24.9 mn were mainly related to the mark-to-
market bond value adjustments and were included in the financial result. This is the 
main difference to our expectations. Some of the provisions made in FY 09 were 
activated (HRK 102.7 of total HRK 280 mn) but no additional affair-related risks 
emerged in this quarter. 
 

Looking back 1Q 10 
in HRK mn 1Q 09 1Q 10 % yoy 4Q 2009 adj. % qoq 
Sales 798.1 781.8 -2.0% 868.51 -4.6% 

EBITDA 93.3 92.4 -2.0% 54.32 -36.9% 

EBIT 53.0 53.4 -1.8% 18.94 -54.3% 

EBT 8.7 10.8 -91.8% -47.12 -208.6% 

Net profit a.m. 6.2 7.6 -130.0% -55.62 -758.8% 

EPS 1.20 1.45 -130.0% -10.26 -758.8% 

EBITDA margin 11.7% 11.8% 0.0% 6.3% -33.9% 

EBIT margin 6.6% 6.8% 0.2% 2.2% -52.1% 

EBT margin 1.1% 1.4% -91.6% -5.4% -223.5% 

Net margin 0.8% 1.0% -130.6% -6.4% -800.4% 

Source: Podravka, Raiffeisen Centrobank 

 
 

Outlook 
The economic environment still points to a downturn. Latest retail figures provided by 
CBS showed an 8% yoy decrease in April this year on top of the 14.5% yoy 
decrease in April 2009. In cumulative terms, F&B retail posted a drop of 1.3% yoy 

Bottom line was lifted due to better 
financing conditions 

Prescription drugs still make up for 
almost 87% of Belupo’s sales 
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Podravka 

in the first four months this year whereas sales of drugs and toiletries in pharmacies 
actually increased by 2.3% yoy.  
 
!&'� �Within this group, we expect positive momentum on the Croatian market in 2H 
10e. �Overall, in line with 1Q 10 evidence, we expect exp ort growth to offset a drop 
or low rates on the domestic markets in all F&B categories. Within the product 
groups, we expect a continuation of the poor performance in beverages, better than 
average sales performance of children’s food and 1-1.5% yoy growth in all other 
F&B groups. We expect further decrease in the gross margin due to higher input 
prices combined with cheaper products production. The 20% increase in energy 
costs should be offset by lower cost of employees. The general and administrative 
expenses, much lower severance payments and lower interest expense could affect 
profitability positively.  
 
()����� �There is a consistent evidence for cheaper drugs preference. The new drug 
– sildenafilum - has entered the production phase but is sold on doctor’s 
recommendation. Although medical examinations show high percentage of erectile 
dysfunction within the over-40 male population, only a minor portion asks for 
professional medical help. Thus, we do not see high revenue potential from the new 
drug. All in all, prescription drugs will be subjec t to price reduction this year again. 
We estimate it could amount to HRK 24.7 mn in FY 10e. Finally, Belupo’s sales are 
expected to grow on CIS market mainly on the back of currency appreciation, and 
in the CEE region to drop in general, but we expect an increase of production in 
Farmavita in B&H. The additional effect of the price decrease in Croatia will be 
recorded on the inventory value, including the pharmacy chain. The OTC segment 
could more or less follow the retail trend with an estimated drop to account for the 
absence of seasonal flu. However, each year Belupo launches five or more new 
OTC drugs. Belupo holds the highest market share in sales of OTC cardiovascular 
and circulation and memory drugs. Sales in pharmacies recorded in January - April 
2010 increased by 2.3% yoy but growth is skewed tow ards eop months which leads 
us to estimate FY 10e growth of 4% yoy.  
 
�������
�  The company expects one-off loss reversals of FY 09 provisions from the 
pharmacy chain and Farmavita intangible assets. This effect is estimated at 
HRK 7.3 mn. Apart from that, Podravka has undertaken legal enforcement to recover 
some of the loans written off and paid guarantees. However, this income cannot be 
estimated with certainty. A significant portion of one-offs is expected to come from 
mark-to-market valuation of bonds. 
 
��(+,�  Since management puts emphasis on decrease of leverage and savings in 
general, we assume CAPEX will be held at minimum this and in next year. In the 
following years we assume gradual increase of investments. 
 

Planning model 
The company has changed its segments classification again. Now the major 
segments consist of Culinary, Meat and Fish, Food, Beverages and other and 
Pharmaceutical. The Beverages and other group consists of beverages, merchandise 
and services. Despite the new classification, we keep the previously defined groups 
due to unavailability of past performance figures and the 1Q 10 report which is 
prepared according to the previous classification.  
 

Belupo’s sales are expected to 
grow on CIS market mainly on the 
back of currency appreciation 

We expect further improvements in:  
�  general and administrative 

expenses 
�  much lower severance payments 
�  lower interest expense 

… but gross margin to deteriorate 

 
CAPEX activities of Podravka are 
expected to shrink 
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Planning model 
(in mn HRK) 2010e 2011e 2012e 2013e 2014e 
.���
� ��/
0� ��1	
� ��2-	� ��01*� *�	0
�

Food 2,234 2,283 2,361 2,448 2,531 

Beverage 182 184 187 189 191 

Merchandise 444 453 462 471 481 

Drugs 758 781 840 866 888 

3��

���� ��� *	4*5� *	4-5� *	425� *
4	5� *
4
5�

+'6$������ ��� 
	4
5� 
	4�5� 
	4-5� 
	425� 

4	5�

+'6$���� ��� -405� /4�5� /4-5� /405� 14
5�

7������ ��� �4*5� �4�5� �4�5� *4
5� *4�5�

Source: Raiffeisen Centrobank estimates 

 

Changes to our estimates 
 old new Comment 

(in mn HRK) 2010e 2011e 2012e 2010e 2011e 2012e
Sales 3,630.2 3,705.3 3,832.9 3,618.6 3,701.0 3,849 .6 economy slowdown 

Gross profit 1458.6 1501.3 1561.5 1462.4 1500.4 157 0.9 higher F&B input prices 

EBIT 189.2 216.8 248.7 211.7 230.8 249.4 restructur ing and cost cutting 

EBT 87.2 135.3 169.7 110.1 150.0 161.2 lower averag e interest rate 

Net profit a.m. 69.6 108.1 135.5 87.9 119.8 128.8  

Source: Raiffeisen Centrobank estimates 

 
8�
�
� ��� ���� #������ � ��"���  We see the main risk to our expectations in the 
deterioration of margins, a slower than anticipated restructuring process as well as 
higher restructuring costs. Aside from that, there is a great deal of uncertainty related 
to the top line figure as the market downturn might hit the company’s sales more 
than anticipated. Also, the company is heavily exposed to the risk of increases in 
food raw material prices as they account for more than 60% of total COGS. The 
large scale of the change in the FX rate would leave a significant trace on the result 
as more than 75% of debt is denominated in EUR. The significant one-offs are 
related to the mark-to-market valuation of bonds and cannot be reliably estimated.  
 

Valuation 
In our DCF model we have changed the components for the WACC calculation in 
the risk-free rate and cost of debt. The targeted capital structure is estimated at 50%. 
This way, we derive WACC of 7.8% for 2010 and 8.3% for perpetuity (risk-free rate 
of 5.2% and cost of debt of 5.7%). For the TV we take a 2% growth rate. Based on 
the DCF valuation we estimate a 12 M fair value of HRK 326 per share (HRK 368 in 
our previous Company Update). 
 
In the peer valuation part, we compared expected peer multiples for P/E, P/BV, and 
EV/EBITDA of the peer companies operating in the food and pharmaceutical 
segment in Europe obtained from Bloomberg with Podravka’s estimated 
performance. Since peer valuation yields a wide range of results, we assign 100% 
weight to the DCF valuation. 
 
After the recent equity market plunge, our new target price offers 15.6% upside 
potential, so that we maintain a “hold” recommendation. 
 

Our DCF derived target price 
amounts to HRK 326 per share 
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Peer valuation 
 P/BV EV/EBITDA P/E 

Company name 2010e 2011e 2012e 2010e 2011e 2012e 2010e 2011e  2012e
RIEBER & SON ASA 1.6 1.5 1.4 6.8 6.2 5.8 10.9 9.5 8 .8 

CSM 1.7 1.6 1.5 6.2 5.4 5.0 14.0 11.7 10.2 

TATE & LYLE PLC 1.9 2.4 2.2 7.2 6.9 6.7 13.0 11.1 1 0.2 

DANISCO A/S 1.7 1.6 1.5 10.0 9.4 8.6 54.6 18.8 16.2  

UNILEVER PLC 4.7 4.1 3.6 10.4 9.6 9.0 15.3 13.9 12. 7 

NESTLE SA-REG 2.9 2.8 2.6 12.0 11.4 10.5 16.3 14.9 13.3 

JUTRZENKA 0.9 0.9 0.9 7.1 6.6 6.3 15.2 11.6 10.7 

EGIS PLC 1.0 0.9 0.8 5.7 5.1 4.8 10.0 8.6 8.1 

KRKA 2.3 2.0 1.7 8.4 7.8 7.2 14.3 13.5 12.3 

RICHTER GEDEON NYRT 1.9 1.7 1.6 9.9 9.1 8.7 15.5 13 .9 13.8 

          

(�"��%��� 	40� 	42� 	42� 24	� 14*� 14	� 
/42� 
�4*� 

4-�

9�"���� 
42� 
41� 
4/� 142� 14*� 14	� 
*42� 
�4/� 

4-�

          

Derived value of equity 565.6 565.1 555.5 273.7 286.2 284.1 248.4 287.0 281.6 

Source: Bloomberg, Raiffeisen Centrobank estimates 
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FCF projection (HRK mn) 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

NOPLAT 189.7 200.8 217.1 231.7 247.4 261.4 275.3 

Adj. NOPLAT 189.7 200.8 217.1 231.7 247.4 261.4 275 .3 

Depreciation of PPE & intangibles 151.9 151.7 153.5  157.7 162.3 160.0 160.0 

Gross investment in PPE & intangibles -150.0 -150.0 -200.0 -220.0 -220.0 -160.0 -173.0 

Change in working capital -27.6 -29.4 -45.3 -24.3 - 41.3 -32.1 -24.1 

NWC/Sales 27.4% 27.6% 27.7% 27.5% 27.7% 27.5% 27.5%  

Change in LT provisions other than tax -1.4 1.1 0.0 0.0 0.0   

Net acquisitions & disposals 0.0 0.0 0.0 0.0 0.0 0. 0  

Free cash flow to firm 162.6 174.2 125.3 145.1 148. 4 229.3 238.2 

�":4��������
)����;��������� 
/�4/� 
1*4�� 
�-4�� 
*-4
� 
*24*� ��04�� ��24��

+����!����"�������

��#����� � ��	/04*� ��
-�40� � � � �

MV of non-operating assets  0.0 0.0     

MV of net debt  1,408.9 1,315.5     

MV of minorities  34.6 34.8     

Adjustments to EV  0.0 0.0     

!����%���������<����� � 
�/�-40� 1,803.6    �

Shares outstanding (mn)  5.2 5.2     

(�������� ���#���
)����#���	
�	
�=���>8?@� � �
	4
� �**4	� � � � �

 

Value drivers 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Consolidated sales yoy 0.9% 2.3% 4.0% 3.2% 2.9% 3.5 % 2.0% 

EBITDA margin 10.0% 10.3% 10.5% 10.8% 11.0% 11.0% 1 1.0% 

Rate of taxes paid -10.4% -13.0% -12.9% -15.0% -14.4% -14.5% -14.5% 

Working capital/sales 27.4% 27.6% 27.7% 27.5% 27.7%  27.5% 27.5% 

Capex/depreciation 98.7% 98.9% 130.3% 139.5% 135.5%  100.0% 108.1% 

Free cash flow margin 4.5% 4.7% 3.3% 3.7% 3.6% 5.4%  5.4% 

 

WACC 2010e 2011e 2012e 2013e 2014e 2015e TV CF 

Target capital structure (at MV) 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 50.0% 

Debt/equity ratio (at MV) 100.0% 100.0% 100.0% 100. 0% 100.0% 100.0% 100.0% 

Risk free rate (local) 4.0% 5.1% 6.1% 6.6% 6.5% 6.1 % 5.2% 

Equity market premium 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%  5.5% 

Levered beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 

Cost of equity 10.2% 11.3% 12.3% 12.8% 12.7% 12.3% 10.9% 

Cost of debt 5.5% 6.6% 7.6% 8.1% 8.0% 7.6% 6.7% 

Tax rate -10.4% -13.0% -12.9% -15.0% -14.4% -14.5% -14.5% 

A���� 14/5� 24-5� 04-5� 0425� 0425� 04*5� 24�5�

 

Growth sensitivity (HRK) Terminal growth rate 

WACC 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 3.5% 

6.8% 348.4 391.3 442.2 503.8 579.6 675.3 799.9 

7.3% 299.6 335.3 377.2 427.0 487.1 561.2 654.7 

7.8% 257.5 287.6 322.6 363.5 412.1 470.9 543.3 

8.3% 220.8 246.5 276.0 �
	4
� 350.2 397.7 455.1 

8.8% 188.7 210.8 235.9 264.7 298.1 337.2 383.6 

9.3% 160.2 179.4 201.0 225.5 253.7 286.3 324.5 

9.8% 134.9 151.6 170.3 191.4 215.4 242.9 274.8 

 

Margin sensitivity (HRK) FCF margin TV 

WACC 3.9% 4.4% 4.9% 5.4% 5.9% 6.4% 6.9% 

6.8% 331.5 388.9 446.3 503.8 561.2 618.6 676.0 

7.3% 275.2 325.8 376.4 427.0 477.6 528.2 578.8 

7.8% 228.6 273.5 318.5 363.5 408.5 453.5 498.4 

8.3% 189.3 229.6 269.9 �
	4
� 350.4 390.7 431.0 

8.8% 155.7 192.0 228.4 264.7 301.0 337.3 373.7 

9.3% 126.7 159.7 192.6 225.5 258.4 291.4 324.3 

9.8% 101.4 131.4 161.4 191.4 221.4 251.4 281.4 

Source: Raiffeisen Centrobank estimates 

DCF valuation 

Sensitivity analysis 
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Income statement (HRK mn) 12/2007 12/2008 12/2009 1 2/2010e 12/2011e 12/2012e 

���
���"���"�
���
� ��*�
42� ��//	4	� ��-214
� ��/
24/� ��1	
4	� ��2*04/�

Cost of sales -2,016.0 -2,174.2 -2,141.7 -2,156.3 -2,200.6 -2,278 .7 

3��

�#������ 
�*
-42� 
�*2-42� 
�**-4-� 
�*/�4*� 
�-		4*� 
�-1	40�

Other operating income 89.8 49.6 7.1 10.0 10.0 10.0  

Selling expenses -551.0 -576.7 -573.4 -578.3 -590.9  -607.8 

Administrative expenses -398.4 -358.6 -299.9 -285.0  -283.0 -284.4 

Other operating expenses -506.8 -438.7 -484.6 -397. 3 -405.7 -439.3 

+'6$��� �
�4
� ��
4*� �-
4�� �/�4/� �2�4/� *	�42�

Depreciation of PPE and intangibles -163.5 -160.0 -156.5 -151.9 -151.7 -153.5 

+'6$�� *04-� 
/
4*� 0*41� �

41� ��	42� �*04*�

Amortisation, impairment of goodwill 0.0 0.0 0.0 0. 0 0.0 0.0 

+'6$� *04-� 
/
4*� 0*41� �

41� ��	42� �*04*�

Investment income 0.0 0.0 0.0 0.0 0.0 0.0 

Net interest income -58.3 -90.6 -99.2 -90.6 -85.8 - 78.2 

Other financial result 0.0 -13.6 1.2 -11.0 5.0 -10. 0 

!�����������
���� �-24�� �
	*4
� �024	� �
	
4/� �2	42� �224��

+����� 
����������B�
� �242� -14�� ��4�� 

	4
� 
-	4	� 
/
4��

Taxes on income -15.6 -9.8 -15.5 -22.0 -30.0 -32.2 

Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0 

7���#����������������������
� ��*4*� *14-� �
242� 224
� 
�	4	� 
�04	�

Minority interests 0.0 -0.1 -0.2 -0.2 -0.2 -0.2 

7���#���������������������
� ��*4*� *14�� �
04	� 2140� 

042� 
�242�

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 

���������

��
� 
�21�4-� ���/-42� ��		-4*� ��	2/4
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Liquid funds 118.6 442.7 566.3 233.4 220.5 166.5 

Receivables 1,153.9 1,286.9 1,187.0 1,201.4 1,228.7 1,270.4 

Inventories 594.5 631.8 646.8 651.3 666.2 692.9 

Other assets 5.5 4.5 4.0 0.0 0.0 0.0 
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Property, plant & equipment 1,669.3 1,770.9 1,711.6  1,708.4 1,705.4 1,750.7 

Intangible assets 197.4 343.6 311.6 313.0 314.2 315 .4 

Goodwill 31.1 48.4 42.9 42.9 42.9 42.9 

Financial assets 61.0 61.8 11.6 11.6 11.6 11.6 
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Cash flow statement (HRK mn) 12/2007 12/2008 12/200 9 12/2010e 12/2011e 12/2012e 
+����� 
����������B�
� ��40� -14�� ��4�� 

	4
� 
-	4	� 
/ 
4��
Taxes paid -35.0 -9.8 -15.5 -22.0 -30.0 -32.2 
Amortisation and depreciation 163.5 160.0 156.5 151 .9 151.7 153.5 
Other non-cash items -68.3 44.4 479.4 -1.4 1.1 0.0 
��
)����;��������
���� 0*4
� �-
40� /
14
� ��24-� �1�42� �2�4*�
Change in working capital 143.4 -144.4 -57.3 -27.6 -29.4 -45.3 
�#������ ���
)����;� ��14/� 
	14-� --040� �

4	� �*�4*� ��14
�
Capex PPE and intangible assets -362.5 -388.5 -127.3 -150.0 -150.0 -200.0 
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0 
Disposal of fixed assets (total) 79.6 9.1 11.0 0.0 0.0 0.0 
Other items (investments) -53.5 74.9 -131.8 22.3 0. 0 0.0 
6�%�
��� ���
)����;� ���/4*� ��	*4-� ��*24�� �
�141� �
-	4	� ��		4	�
Dividend payments -27.0 0.0 0.0 0.0 0.0 -26.4 
Other changes in equity -32.6 -21.9 -6.4 -43.2 0.0 0.0 
Change in interest-bearing financial assets 52.8 18.2 -51.4 -33.9 0.0 0.0 
Other items 10.4 -132.5 0.0 -398.8 0.0 0.0 
�)�� �����76'�� �0-4�� ����4�� �-�40� ��0�4-� 0�4*� 
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Source: Podravka, Raiffeisen Centrobank estimates 

Financial statements 
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Podravka 

Changes yoy 12/2007 12/2008 12/2009 12/2010e 12/201 1e 12/2012e 
Consolidated sales yoy -1.0% 6.7% -2.0% 0.9% 2.3% 4.0% 

EBITDA yoy -34.9% 50.9% -21.8% 44.7% 5.2% 5.3% 

EBITA yoy -60.7% 225.8% -41.3% 123.5% 9.0% 8.0% 

EBIT yoy -60.7% 225.8% -41.3% 123.5% 9.0% 8.0% 

EBT yoy -111.6% -750.7% -105.8% -3,415.6% 36.3% 7.5% 

Net profit after minorities yoy -140.4% -294.1% -14 0.2% -562.4% 36.4% 7.5% 

 

Margins 12/2007 12/2008 12/2009 12/2010e 12/2011e 1 2/2012e 
Gross margin 41.3% 40.6% 40.3% 40.4% 40.5% 40.8% 

EBITDA margin 6.2% 8.8% 7.0% 10.0% 10.3% 10.5% 

EBITA margin 1.4% 4.4% 2.6% 5.9% 6.2% 6.5% 

EBIT margin 1.4% 4.4% 2.6% 5.9% 6.2% 6.5% 

EBT margin -0.3% 1.6% -0.1% 3.0% 4.1% 4.2% 

Net margin -0.7% 1.3% -0.5% 2.4% 3.2% 3.3% 

 

Balance sheet (HRK mn) 12/2007 12/2008 12/2009 12/2 010e 12/2011e 12/2012e 
Net working capital 931.8 1,022.0 964.3 991.8 1,021 .3 1,066.6 

Net interest-bearing debt 937.1 1,270.3 1,016.4 1,4 08.9 1,315.5 1,304.8 

Capital employed 3,018.8 3,698.2 3,226.3 3,319.2 3, 332.9 3,370.8 

Market capitalisation 2,727.9 1,375.5 1,551.6 1,478 .6 1,486.5 1,486.5 

Enterprise value 3,197.5 2,679.9 2,602.3 2,922.1 2, 836.7 2,826.2 

 

Financing (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Interest cover 3.7 3.5 2.5 4.0 4.5 5.2 

Internal financing ratio 0.7 0.3 4.4 1.4 1.6 1.2 

Net gearing 49.3% 66.0% 62.3% 84.0% 73.2% 68.7% 

Quick ratio 0.9 1.0 1.0 0.8 0.9 0.9 

Fixed assets cover 1.2 1.3 1.2 1.2 1.2 1.3 

Capex / depreciation 2.2 2.4 0.8 1.0 1.0 1.3 

Equity ratio 49.2% 41.5% 36.0% 39.8% 42.3% 44.1% 

 

Profitability 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
Return on assets 3.6% 2.9% 11.8% 3.7% 4.5% 4.5% 

Return on equity -1.3% 2.5% -1.1% 5.4% 7.0% 7.1% 

Return on capital employed 4.8% 3.6% 15.7% 4.9% 5.7 % 5.7% 

 

Per share data (HRK) 12/2007 12/2008 12/2009 12/201 0e 12/2011e 12/2012e 
Weighted avg. no. of shares (mn) 5.4 5.3 5.2 5.2 5. 3 5.3 

EPS reported -4.52 8.89 -3.62 16.76 22.73 24.43 

EPS pre-goodwill -4.52 8.89 -3.62 16.76 22.73 24.43  

Adjusted EPS diluted 3.34 8.74 -54.95 16.76 22.73 2 4.43 

Operating cash flow per share 44.08 20.20 106.79 40 .24 46.18 44.98 

Book value per share 355.60 358.49 304.75 313.28 33 4.36 353.79 

Dividend per share 0.00 0.00 0.00 0.00 5.00 5.50 

Payout ratio 0.0% 0.0% 0.0% 0.0% 22.0% 22.5% 

 

Valuation (x) 12/2007 12/2008 12/2009 12/2010e 12/2 011e 12/2012e 
PE reported -112.7 29.4 -81.7 16.8 12.4 11.5 

PE pre-goodwill -112.7 29.4 -81.7 16.8 12.4 11.5 

Adjusted PE diluted 152.8 29.9 -5.4 16.8 12.4 11.5 

Price cash flow 11.6 12.9 2.8 7.0 6.1 6.3 

Price book value 1.4 0.7 1.0 0.9 0.8 0.8 

Dividend yield 0.0% 0.0% 0.0% 0.0% 1.8% 2.0% 

Free cash flow yield -4.6% -19.9% 27.3% 4.0% 6.1% 2 .4% 

EV/sales 0.9 0.7 0.7 0.8 0.8 0.7 

EV/EBITDA 15.0 8.3 10.4 8.0 7.4 7.0 

EV/EBIT 64.5 16.6 27.5 13.8 12.3 11.3 

EV/operating cash flow 13.5 24.9 4.6 13.9 11.7 11.9  

Adjusted EV/CE 1.1 0.9 1.0 1.0 0.9 0.9 

Adjusted EV/CE vs. ROCE/WACC    1.5 1.4 1.5 

Source: Podravka, Raiffeisen Centrobank estimates 

Financial ratios 
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Podravka 

Fact Sheet 
 

Company description  Shareholder structure 

Podravka d.d. (Koprivnica, Republic of Croatia) is the largest branded food 
producer in Central, Eastern and South-Eastern Europe. The company was 
founded as a processor of food and vegetables in 1934. Podravka has 
associated companies and subsidiaries in 18 countries worldwide and food 
and drugs production facilities located in Croatia, food production in Poland 
and the Czech Republic as well as drugs production in B&H. The company 
and its subsidiaries are manufacturers of a wide range of foodstuffs and non-
alcoholic beverages and pharmaceuticals. Podravka's strongest (food) brands 
are Vegeta and Podravka, which are well-known not only in Croatia, but also 
across Central, Eastern and South-Eastern Europe. Vegeta (the universal food 
complement) generates 19% of overall sales. In the pharmaceuticals segment 
Belupo holds a strong market position in Croatia (leader in OTC painkiller 
drugs with Neofen and Lupocet). After Pliva, it is the second largest Croatian 
producer of pharmaceuticals. More than half of Podravka group's overall 
sales is realized in Croatia, and more than one third of revenues are realized 
in European countries. In the future Podravka plans to grow through organic 
growth, acquisitions and strategic partnerships with other food companies in 
the region. The company's shares are listed on the ZSE (PODR-R-A).  
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Strengths/Opportunities  Weaknesses/Threats 

�  Vegeta is a well-known brand and winnerVegeta is a well-
known brand and winner of the "Superbrand" award in  RU, 
PL, HU, HR, SL, SI and B&H 

�  Well-known brands in the SEE region, therefore the group can 
expand more aggressively 

�  Vegeta brand could extend the brand further 

�  Podravka is present on the EU market and has adjusted to EU 
production standards 

�  Environmentally and socially aware well-organised 
distribution channels (Croatia and other European countries) 

�  Possible take-over target and acquirer itself 

 �  Low organic growth; low profitability; slow reorgan ization process 

�  Too diversified portfolio and market coverage (many markets 
realizing less than 2% of total sales) 

�  The consolidation of the retail sector; the bargaining power of the 
retail chains is increasing 

�  Food industry is fast moving (always present need of constant 
adaptation to new trends) 

�  The shareholders’ disagreement makes the company’s designation 
unclear 

 

 

 

 
Income statement 12/2009 12/2010e 12/2011e 12/2012e   Per share data 12/2009 12/2010e 12/2011e 12/2012e  

(HRK mn)      (HRK)     

Consolidated sales 3,587.1 3,618.6 3,701.0 3,849.6  EPS pre-goodwill -3.62 16.76 22.73 24.43 

EBITDA 251.3 363.6 382.6 402.8  Adj. EPS diluted -5 4.95 16.76 22.73 24.43 

EBIT 94.7 211.7 230.8 249.4  Operating cash flow 10 6.79 40.24 46.18 44.98 

EBT -3.3 110.1 150.0 161.2  Book value 304.75 313.2 8 334.36 353.79 

Net profit bef. min. -18.8 88.1 120.0 129.0  Divide nd 0.00 0.00 5.00 5.50 

Net profit after min. -19.0 87.9 119.8 128.8  Payou t ratio 0.0% 0.0% 22.0% 22.5% 

           

Balance sheet      Valuation (x)     

Total assets 4,535.5 4,215.5 4,243.1 4,304.0  PE pre-goodwill -81.7 16.8 12.4 11.5 

Shareholders' equity 1,597.7 1,642.4 1,762.2 1,864. 6  Adj. PE diluted -5.4 16.8 12.4 11.5 

Goodwill 42.9 42.9 42.9 42.9  Price cash flow 2.8 7 .0 6.1 6.3 

NIBD 1,016.4 1,408.9 1,315.5 1,304.8  Price book va lue 1.0 0.9 0.8 0.8 

      Dividend yield 0.0% 0.0% 1.8% 2.0% 

Cash flow statement     FCF yield 27.3% 4.0% 6.1% 2.4% 

Operating cash flow 559.9 211.0 243.4 237.1  EV/EBITDA 10.4 8.0 7.4 7.0 

Investing cash flow -248.2 -127.7 -150.0 -200.0  EV /EBIT 27.5 13.8 12.3 11.3 

Change NIBD 253.9 -392.5 93.4 10.7  EV/operating CF  4.6 13.9 11.7 11.9 

Source: Podravka, Raiffeisen Centrobank estimates   
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